STATE OF MAI NE Docket No. 97-982
PUBLI C UTI LI TI ES COW SSI ON
January 27, 1998

CENTRAL MAI NE PONER COMPANY ORDER
Petition for Approval of Affiliated

I nterest Transaction with Union

Wat er Power Conpany for Pol e

Setting Services and Utility

Construction Services

VEELCH, Chairnman; NUGENT and HUNT, Commi sSsioners

l. SUMMARY

In this Order we approve affiliated interest transactions
bet ween Central M ne Power Conpany (CMP) and Uni on Water Power
Conpany (Union) for pole-setting services and utility construction
services, subject to certain conditions.

11. BACKGROUND

On Decenber 31, 1997, CMP requested approval of an affiliated
i nterest arrangenent between it and Union pursuant to 35-A MR S. A 8§
707. Union is a wholly-owned subsidiary of CMP. Union owns and
controls certain damreservoirs and canals in Lew ston on the
Androscoggin River and provides real estate and river managenent and
rel ated services to CVWP and others. Union, through its "On-Target"
di vision, also provides underground | ocation services and infrared
i nspections of substations, transm ssion, and distribution
facilities, to CMP and others. The Conm ssion has previously
approved On Target's provision of these services to CW. See, e.g.,
Orders in Docket Nos. 94-089; 94-038; 95-045; 97-165; 97-897.

On January 5, 1998, Union purchased substantially all of the
assets of G bbs Bros. (Gbbs). During 1996 and 1997, G bbs was CW' s
pri mry vendor for pole-setting services for CMP's service territory
of Augusta and southward. CMP selected G bbs followng a 1996
solicitation and quotes fromfive vendors. OCM also used three of
the other vendors for line construction (including pole-setting).

Uni on now proposes to provide pole-setting services to CWP for a
one-year period ending Decenber 31, 1998, at rates simlar, and in
sone instances |lower, than those offered by G bbs. For exanple, if
CWP used Union for the sane services rendered by G bbs in 1997, CW
woul d realize annual savings of about 10%

On January 2, 1998, the Hearing Exam ner issued a protective
order covering the rates and the pricing arrangenent CVP had with
G bbs and that proposed with Union. CM filed the protected
informati on on January 7, 1998.
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111. DISCUSSION

No public utility may nmake an arrangenent for the furnishing of
any service with an affiliated interest until the Conm ssion finds
that the arrangenent is not adverse to the public interest. 35-A
MRS A 8 707(3). In previous arrangenents between Uni on and CWVP
approved by this Conmm ssion, the Conmm ssion has consi dered whet her
t he arrangenent has been made on an arns-length basis. Entering into
a contract wwth an affiliate based on that affiliate's submtting the
| owest bid through a fair bidding process is one indicator that a
transaction is arns-length and likely to be in the public interest.

In this case, Union has bought CMP's primary contractor for
pol e-setting. OCWM previously used G bbs based on the rates it quoted
pursuant to a solicitation by CVMP' s purchasing departnent. Union
proposes to use G bbs' price list with sone discounts off that |ist.
W will allow the transactions to take place between Uni on and CWVP
for pole-setting services on an interimbasis. During the first half
of 1998, CWMP should newly request for rates fromall qualified
vendors for pole-setting occurring after Septenber 1, 1998. CWP
agreed to this procedure in supplenental information submtted to the
Comm ssion on January 16, 1998. If Union is selected at that tine,
CWP nust seek new approval fromthe Comm ssion for the arrangenent.

Accordi ngly, we
ORDER
That the arrangenent between Central Mai ne Power Conpany and
Uni on Water Power Conpany described in CW' s filings of Decenber 31,
1997, January 7, 1998 (confidential) and January 16, 1998 is approved
effective January 5, 1998, pursuant to 35-A MR S. A 8§ 707
Dat ed at Augusta, Maine this 27th day of January, 1998.

BY ORDER OF THE COWM SS| ON

Dennis L. Keschl
Adm nistrative Director
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